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In his fifth state of the union message before the Mexican congress, President Miguel de la Madrid
called on foreign banks and industrialized nations to show more flexibility in their negotiations
with debtor countries. He also promised that Mexico would avoid "the open confrontations,
defiant rhetoric and demagogic practices that stand in the way of real progress" on the foreign debt
issue. For De la Madrid, "A lasting solution to the debt problem must be based on the principle
of co-responsibility of creditors." That process, he added, requires concessions by the foreign
banks, as the market demands," and "an adjustment in the conditions and resources available
from international lending organizations to bring them into line with the new reality." Madrid
said Mexico had "gone as far as we realistically can, given the present complex circumstances,"
and he reiterated his insistence on "the impossibility of complying punctually and fully with
obligations derived from the foreign debt unless solid and sustained economic development in
debtor countries" can be assured. In the nationally televised address, which lasted more than
4-1/2 hours, Madrid offered a largely positive view of the Mexican economy, arguing that five
years of austerity have begun to produce benefits amid "promising signs on the horizon." Madrid
acknowledged record inflation. The annual inflation rate is more than 130% while real wages have
declined, he said, and the economy contracted by 3.8 % last year. But swift action by his government
"prevented a collapse of the economy," he asserted. "Ours is no longer a time of emergency but of
renovation," he said. He urged Mexicans to "weigh the effort against the challenge and thus gain
confidence from what was accomplished." Among positive developments, he said, are an increase in
Mexico's foreign reserves to a record $14.6 billion, the recovery of oil prices, an export surge that has
led to a current account surplus of $3.1 billion for the first half of this year and the return of several
billion dollars of capital that had fled the country. Madrid did not say what he proposed to do with
the record foreign reserves (which one prominent banker has said could reach $20 billion by the end
of the year). This glut has been the subject of much debate within the Mexican cabinet, but no policy
statement has yet emerged. On a related matter, Madrid avoided any mention of debt- equity swaps.
There have recently been suggestions that Mexico use some of its reserves to buy back some of its
foreign debt. (Basic data from NEW YORK TIMES, 09/02/87)
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